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SUBJECT: FRAUD IN MILITARY SATES 

1 . SEVERAL VERNACULAR NEWSPAPERS (LIEN HO PAO, CHUNG YANG 
JIH PAO, HSIN SHENG PAO) TODAY REPORTED THAT TAI HO-SHENG 
(2071/5440/3932), THE BOARD CHAIRMAN OF LOCAL SHEN I 
TRADING COMPANY, WAS INDICTED YESTERDAY FOR BILKING THE 
MINISTRY OF NATIONAL DEFENSE OF SOME NTS3.4 MILLION. TAI, 

ACTING AS AN AGENT FOR ROBERT SHAW CONTROLS COMPANY, IS 
ACCUSED OF PADDING THE BILLS FOR 60,000 HIGH-ALTITUDE 
BALLOON TIMERS WHICH WERE IMPORTED AND SOLD TO THE 
POLITICAL WARFARE DEPARTMENT OF THE MND IN MID 1974. TAI 
REPORTEDLY VISITED THE U.S. IN MAY 1974 IN ORDER TO 
NEGOTIATE WITH THE SALES DEPARTMENT MANAGER OF ROBERT 
SHAW CONTROLS OVER HIS SHARE OF THE EXCESS PROFITS, 

WHICH WAS US$42,832. 

2. COMMENT: THIS APPEARS TO BE THE SAME CASE REPORTED 
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IN JANUARY 14 EA PRESS SUMMARY AND IN THE ASIAN 
WALT. STREET JOURNAL OF JANUARY 14. THOUGH THERE IS 
NOTHING IN ANY OF THE ARTICLES TO IMPLICATE CROC OFFICERS 
IN THE FRAUD, WE OCCASIONALLY HEAR LOW-GRADE RUMORS OF LOCAL 
MILITARY CORRUPTION, PARTICULARLY IN THE FIELDS OF PROCURE- 
MENT AND FINANCE. IT IS POSSIBLE THAT THESE 
ARTICLES-THE FIRST TO AIR PUBLICLY THE GENERAL SUBJECT 
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IN RECENT MEMORY-MAY SUGGEST MORE PUBLIC SCRUTINY 
OF AN ISSUE LONG WITHHELD FROM OPEN DISCUSSION. 
UNGER 
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